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ADWIN KARAJ DAM 


BC ON | 1. Bureau of Reclamation/W infoms that Harza Engineering 
CR Co., Ine. Chicago, Ill. has advised Bureau's Denver office 
FILES that Dr. Asfia of Tran and ifr. Bruce Johnson of Harza 
firm are coming to Denver to review with Bureau technical 
staff their report on Kara j Dem under cable permit from ~e 
Mr. Taleghani of Iran to examine date in pos session of » 
Bureau. =~ 


2. Bureau requests advice as towhether or not ICA will 
furnish funds to defray costs expected to be incurred 

resulting from time technical staff spend in above review, > 
and in addition whether or not re-consideration can be af 
fiven to alloting Bureau $500 to break comrete cylinders 
and complete report on tests, Advise soonest. ae 
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¥%/€, 


CHIEF ENGINEER BUREAU OF RECLAMATION DENVER COLORADO 
PLEASE LET HARZA ENGINEERING COMPANY INTERNATIONAL 
REPRESENTATIVE BE ALLOWED T0 REVIEY DATA ON KARADS 


PROJECT STOP 


KHALIL TALEGHANI 
MANAGING DIRECTOR KDA 


Copy:0 MI 
Any action to expedite the matter will be greatly appre- 


ciated, , ae 
bebe le fe AA 
Khalil Tale i 
Managing Director KDA 
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3. Political implications reported thus far do not seem to f 
warrant deviation. Invite Embasay/USOM comments pointing ap? 
political implications more clearly. 


ICA~3 Recd: 380 , 

: : 29 Oct 55 

-—" ; FROM: DEPARTMENT 11:154m 

MIN HO: ICATO 513 28 Oct 1OPM 

ADMIN 

ECON SENT TEHRAN ICATO 513 

COMPT 

LES 2 TOICA 

USOM PILES _ , 

POL 1. ICATO 404 sent after understanding EX-IM Bank insisting 
include engineering with construction contract within their 
financing. Therefore, no technical justification ICA partic- 
ipation. In practice, highly desirable engineering and 
construction costs be financed by singly agency, in this cage ~ 
EX-IM Bank, a US Government agency, giving unquestionable evi- 
dence US support. 

2. Believe concern over reaction Iranian public dissipated 
by explaining that utilization EX-IM funds for construction _ 
and engineering provides opportunity for reprogramming ICA _-. 
funds for activities which otherwise could not be undertaken.- 
If thus exphained, position could introduce favorable 2 
@ impression on Iranian officials and public. | 
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Brat— For Fitzgerald and Seager. 


A trtheovk ICGATO Oh. In August conferences with Ica/W, my understanding 


agreement reached that costs preliminary engineering services could be 









financed from Project 73 and that waiver permitting negotiated contract 


s 





TF Ct 


% ite Harza Engineering Company would be shortly forthcoming. Reftel states 
— financing by USOM not necessary and referenced Embassy Despatch 1)7, 
September 16, I have read the despatch quoted and fail to find any basis 
for this conclusion. 

In letter received this date from Taleghani, he states Council of 
Ministers has authorized Karaj Dam Authority to use up to the sum of 


$2 million and further states "using Exim Bank credit for engineering will 


create an extremely bad impression on the public in Iran if it were made 


g fm) - Ihog 


known that funds previously allocated for Karaj Dam are being altogether 
diverted from use in connection with that project. To the man in the street : 
that is a sure indication that our American friends either do not want that 
dam built or find faults with it." 

Project 73 was executed in Nove, 1953, and unsubobligated dollar balances 
are slightly above $700,000. These funds cannot be de#obligated without 
the consent of GOI and it is apparent such consent cannot be obtained at this 
time e 

Request reconsideration at highest levels desirability Exim Bank finance 


all dollar aspects of projects including determination, scope and design 
OFFICIAL USE ONLY 
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as contained reftel. Request reversal position contained reftel and further 


request waiver on negotiations with Harza Engineering be transmitted soonest. 


Arr GREGORY 


CSGregory:els 
Octe 19, 1955 
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KARAJ DAM. 

GOI apparently preparing early submission loan application 
for entire project including design, thus obviating necessity 
USOM financing any portion engineering contract (Reference 
Embassy Despatch 147, September 16). ICA/W believes it 
strongly desirable EXIM Bank finance all dollar aspects of 
project including determination scope and design. | 
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“request waive: on negotiations with i area Engineerin, be transaitted socnert. 
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Ser ance ener MinaeeN rere Tne en enero meme er Nfl eg 
Sy — ela 
Dear Mr, Gregory, dbase bbectin JS me sik io i! 


rely /Vi%¢ L Sy iy) ncpatry 
Attached please find a copy — oS eee 
of the Decree of the Council of  Ser@celorpae + SoS eJbyl oli scte 
Ministers of October I2th, 1955 ‘ Loe fib ow lh dis 6 thea al 
authorizing this Authority to the vtec ‘e ay a =e = 
use of up to $24,000,000 of the S)¥Ygyle OTs ae) opbacvglal ihye 
£10,000,000 and $53,000,000 loans (iss ci) aul , ne ee : 
approved by both Houses. ot i a 4 tenes ny hp omen age Ae 
Parlement and Senate, for the come «slitu!l ole lol, Gp ey We ch aie 
pletion of the preleminary works of <4 > 
the Karaj Dam and its <speedy cons- Coe is 
truction, Commer SN a peat He ly el eed 
| To expedite matters and to J PS 5 Ledeen) ogi 6 go Stee pepe 9 
decide as quickly as possible on the g¢ le alciily,y S myry,lo Su, LI 
engineering, I would like you to do | 4 eggs wont L. ne, 
the utmost to release all available Slate! stile (Sau a by» 
funds in various project agreements (~—wast,lin Lute dan * ge EL | asin | 
related to Kara jahelp in engaging a : — oe wie a { 
consulting enginébring firm, I am 4° pret Oh! O iy! d any tel! * dye eels 
sure you realize that the decision tg atiuls ginny | 6S gine tinge — Lax! 
on the choice of engineers to review . os ? oe eS es ee 
the designs and to prepare the final Aba ah Lt Le ab oop! 4 
one to be submitted to the Exim Bank oo jan. lo age She els lggcc lt, ule 
is the preliminary and a fundamental oe neo ae ae 7 - 
step towards securing the loan, ag Hi Lana p ly ae Hyun sets 
the five consulting engineering firms ‘ingen dechh teenae™s 0 wetei | Sa 3) Lac! 
that were discussed here with the ig 13 _ 1 athe is. 
— officials, Harza Co. of Chicago,* +“ + delet bye UL case ®lel 03,5 
doing engineering work in Turkey and pl ty S59 oS ( SK) Ile nn’ 
Iraq, seems to be the most likely to sil | " dg - . "8 is a 
be considered. As I explaind to you 2 2c! le cl uw tite gla B Jpam 
earlier, I have no objection in using | at L 3 Ss lie ¢ ogo¢ Cw! 
Exim Bank credit for engineering, but oe 4 ' a ioe (3 
rs OES create an extremely bad pl gt le Lat as - 
mpression on the public in Iran if it . $ <\.bcl tow:l wos Le WS -, lon oS 
were made known that funds previously Ee wet ee i 
: Bat el 9s Se lay lyc hole Lh)! 
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allocated for Karaj Dam are being %*-—~ 45 oS A ymy 5 dy pylon Sly Sot cee l 
altogether diverted from use in oe cke dae \ Newte sls pues 
connection with that project. To ee K o 
the man in the street that is a sure GO p-——<sjyoxlile shy ga beers 
indication that our American friends j,e1.; . ILI1y oo ee See! ee 
either do not want that dam built or - 9 eT e = a vl int 
find faults with it. To choose the <8! sole deeb chee! 5 obey oye 
consulting engineers, which is urgent, , a | LL #8, We Jose 
and to maintain public hope and tile bad wile . nee 
interest in the project and to expedite Slay * dee ey Ye Lee opt ace Le 
the whole works, quick and positive 
reply is requested, I will therefore, 
appreciate your sicbgicnih action on this Ss Unies — o>, Sian * os boy toe! Le 


5 peg Dy bd gd anim OS yy bide ce dite & La | 


matter. ° B yh Catay pgp obo og Loli, B bs a pe 
Sincerely yours, pba Sm tm Ie pian heme Ny ke 
WR BA These * stlvhlonl sey 


Khalil Taleghani 
Managing Director of 


Karaj Dam Authority, ae ; } 


Mr, Clark S, Gregory, 
Director of U, S, 
Operations Mission to Iran, 
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The Council of Ministers at the Meeting of 
I9 Mehr 1354, (October I2th, I955) authorized 
Karak Dam Authority to use up to the sum or. 
$24,000,000 from the £I0,000,000 and $35,000,000 
loans approved by both Houses, for the completion 
of the preleminary works of the Dam and for its 
speedy construction, provided that the said Autho- 
tity makes proper arrangements with the Ministry 
of Finance for the repayment of the used loan and 
its interest, : 
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KARAJ DAM, 

GOI apparently preparing early submission loan application 
for entire project including design, thus obviating necessity 
USOM financing any portion engineering contract (Reference 
Embassy Despatch 187, September 16). ICA/W believes it 
strongly desirable EXIM Bank finance all dollar aspects of 


project including determination scope and design. 2, 
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Inform Taleghani Exim Bank suggest delaying submission 
Karaj application until Harza presents report to GOI and 


fuller technical and cost data thus becomes available 


to GOI. 
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FGA separately authorising OHI sign contract with Garsa (your 2926 and 
2475)« | 


As resuli interDepartmental discussione with <1% boards 


(A) Beard bas no objections Harsa contreet and appropriate use findings 
in plan aplication. 


(3) Sank and Department believe survey would help G01 see probles more* 
 glearly if survey iveiuies (1) reslistic appraisal total cost Sam 
projects (2) meaningful consideration Karaj Gan project in relation to 
other metbods achieving same or sinilar berefits in respect clectric 


of (Are 





ealise that muwey expended inclade above -robably sore costly than 
entimate your 2475. lieve it fuportant Dabaesy/GU ounvines 601 
that expended survey in own Interests while making clear that this 
net & condition for further consideration of Karaj :roject “XIK Bank. 


FYI Bank and leparteent at big: levels in agroesent political siteation 


requires we to fulffll our commitments to finance fun, However inter- 
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Departmental discussions emphasized vulnerability United States to continued 
criticism if Karaj does in fact prove excessively costly as compared present 
estimates or costs alternatives disclosed B2. above, 


@ Also concerned that controversy between Ebtehaj and Taleghani might be source 
of continuing problem on availabi ity of local curreney requirements of Dam 
project. Accordingly EXIM Bank would want assurances with application that 
local currenay for Dam project would be made available as needed, 
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‘ Interested agencies urgently considering problems raised 
EMBTEL 2475 and will advise shortly. 
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ee ae 
+ Wtehady im early quetions about fale Sart Loan etetad be di moe 
COMP IDEPTTAL : 
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"gat need te borrow foreign funds ont tit £ was "foolish to mn after 
gach lean. ie hoped sovomplish Seven-Teur Tan with ew funds and $f : 
: gomi2 foreign loans nonted $n curly yours of develop promrexy St wold 


not be bed idea te borrew fron thet course which cffered Iran test tomate 
«By During course His eaheduled conference ith Gregory aerating of 
Ime 13, Ubteha) restated kis view on Kreg Dea and itu Rank losnes is 
said he bad been inforned by competent teehn‘cians the Trench design for 


ask hich anaes tiie nan cinininel ast 


| bititen wishes en! that be gould met erent one sichel until he hed made 


fuli fawestizetions Gyegery explained there was no “Averican" design as 
eughg Puseen of of Seelanntion ned prepored preliainsry dealgn for corteis i 
cunetionad purposed. Rotohej celayed eokle requesting Iitl te furnish 


Mtn with names of eoupetent engineers wo weld study end ettvise sin on 
 ertbe ef Sec cenlens. He stated thet contalting engineers should nob 


be of Trench or Ancrican netionality since be wanted anbiawed judgments 

“regory expiaine: that under Project Agreemmt Hoy 73, which committed | 
ing studios, ke believed that these funds ovald be 

weed for Wie ruapewe, provided iserfean fem was surlazee. Mytehag did 





“not cmt bimself on this pointe Mobehas sit also ototed he was not 

counted to using any Tatlin Bak Peride vince he yas detensined not to | 

sorrow funds enless they onbirely necessary and justified. ce inMested — 
be wasted ta Denk position on finanatng Kaas Sa 90 Cheb after be bed 
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decided on design he could consider question financing, when regery 
explsined stm Bank prosedures, “btebaj displeyed creat izritaiion ower 
Selm Beck exerefsing right to review and possibly te reject lean applica- 
tion after project approved by Plan Orge 

edi ania 
p= Seema aeeetaent He said be was being 
eritieized unfairly fer stopping work on Keraj Dam end, since issue wes — 
raised, be was determined to deny funds to Karaj Dea Authority until 
ho had obteined full authority over ite lie eould net reconcila what he 
head beard was Yala Sank's ovesact poeition on hareaj Dam with Taleghani's 
reports lest Ceteber te Govt Inan. jie wanted te aseertain whether or 
not Yaleghant, Minister Auriculture and Director Kit, bad nade "fraudulent" 
reports to Gevt and te press that Pxim Sack was prepared finance Keraj Dame 
Be said he act prepared et this tine te borrow from Eula Bank te fisence 
- gonetruntion Kers$ Deez thet Dem would be built, perhaps with Plan Org 
fordt.e (cbtebaj eprerentiy sm oo coniliet between his expressed views 
ve “American interference" and bis request for Augpisan assistence in 
furnishing kim with infornabion which ke obviously wanted te use te 
igerectt cabinet sinister in Govt Iran, Since info requested ty Ubtehas 
ts available to reps of Govt Tren duly authorised te negotiate with fats 
Rank, we hawe no intention of furnishing such infe to him.) 
Se Taleghand inforeed Ea> today that on evening June 13 he raised : 

Ceunell Ministers chaired by Shah 


a 
femetion Saerae eatecrt to penge ro a Dat loans. 
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Be said for fixet tine Shah sooned comprehend that Sbtehaj emdld book — 


: Rein Rack Sineneing salectes projects ty demying iocsl ewremy funda. 


| Shah urged Cab diecuas satter with Ebtehad and persuade bin to be 
reasenable. Talaghent oat rea) Ssouns vere not Teasibility constrection 
Kara) Den or status Karaj tae Authority, but wetter or not Ebtehas 
“could wepudinte Covt Irawe negotiations with Oxia Rank in publie sresa 
conference without prior coualtation with Couneli Ministers. fie onid 
question - f Govtte authority wae at stake ae well az conduct of Trent's 
"relations with friendly foreign Covt. He said istter issue was important 
hecavee Feniin Entewan had benn instructed ty Counet2 Ministers to : 
reive question Wash re possibility obtaining nore budcetary suport ald 
than amount rresently conteaplated ty JS Serbs te intended raiee these 
| Serves with Shah at upeting arranged morning Jaw 25 an at ¢ Cencdl 
nicters sshedsled atterncen sane day. te maid ie prepared foot 4¢ 
| Shah decided in fever Ebtekaje 
oo. Eutehafis prone wtetemnks wine peobshiy swttvated peinertly 
“ty Me deterdinotion subardinate Karas Den Authority ac will ap all 
| other Govt Tren ag-neies requiring Flan Org funds to hie complete : 
‘digestion and cortrol. im response probing questions by ecrrespondeste, : 
- Shtetheg we reported te have become ure agitated and ammoyed then usul. — 
“fe petty wae wee fendty nl Diy an te Shey cated 0 | 
: atsclosed virbuel antacesty toward lca farikcad eft no doubt that Mis 
sveonse fren Tetran during tan 


+t 
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Kavedj-Dam trighway—retocetten. 
TOUSFO 1082 
Pigass refer reftet-end Bxpedite reply. Essential have 
Koava3 


prompt decision on extending subjeet highway construction. 
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Date : 
DEPARTMENT Mee ak January 1955 
: Received .  USPOTO ldal | 
OFFICIAL Usk ORLY 22 Jamary 1955, 1 Dele 
SENT TUMRAN USFOTO 1021 |! FROM DESARTMENT 


Joint BURECe! "OA MOSSAZE. 

Reference TUSFo 992, O75. 

Sub ject: Fu bara» agreunent for Earadj. 

1. PA 654220073 reviewed and appedes to be submission 
ef propessi for construction of Karad§ Dam, : Training by BUREC 


of Kerad4 Jat Authority indiesated as first stan only in construction 


; 7 ‘ 
of project. Camnot approve this -F4 since FD: \ participation | >? 
construction of Karadj bam project not now contemplated. ie 


2. As previously discussed POA willime to consider | > 
training of Kearadj Cam Authority by BUREC Andependent of 


engineering «ni construction of project to aasist UA in meeting 


project owners responsibility. FOA proceeding redraft |'PA 


— along these lines with cosistance Bierce who will handearry 
draft of revised | va to Tehranie 


Ss Prefer defer consiverstion trbining yrog Sect. until 


return Of EXIM team fran Irene Revised PPA wild be considered 


at that time, 
he ‘ecrultment Celle | “oster constndet sen auditors stopped 
on -Acree/parle request of November 8, Wske Dice 
Odin SRN) L ~ Fr i &, i : ae LY | 
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USFOTO 994. GOI agreeable arrival of EXIM Bank team February To. 





Dr» Ali Amini, Minister Finance, and Abolhassan Ebtehaj of Plan 
Organization who will be principal contacts here have asked me to 
mnounce prospective tentative arrival date, which will do soonest, 
Authorization bill has languished in Majlis. Annouhcement of 
approach of team will be signal for great efforts to be launched by 
Amini to have bill completed. He confident can be done in time remaining, gs, 
believing actually can be completed in three days after place on calendar ~ 
assured, : 7 ee 
At your earliest convenience please eis aitate and brief biographies 
of team members, Also would appreciate any instructions as to how USOM/Iran 


can best serve in preparations and during negotiations and how responsibilit: 


are to be divided, Separate cable follows with specific recommendation ‘ > 

regarding $32 million loan agreement, ; 
WARNE 

WEWarneseah Wid 

Jan. 19, 1955 | 
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ee 


SECRET — 


DEPARTMENT 14 JANUARY 1955, 8 PM 
PRIORITY USFOTO 994 
SECRET 16 JANUARY 1955, 9 AM 
PRIORITY SENT AMEMBASSY TEHRAN USFOTO 994 


Ref: TOUSFO 953 and 1013. 
Joint State, PFOA, EXIM Message. , 
EXIM Bank proposes send mission Tehran consisting first 


vice Predident who is also vice Chairman Board Directors and 


| hon 
four staff members for predbiminary discussion entire loan a) 
program. Mission plans arrive Tehran Feb 7 remain probably until ~C 
Feb 17. Please ascertain if this agreeable GOI. a 


Since Karaj project important element these discussions 
premature take any action in matter of dam design in interin. 


Preferable Taleghani remain Tehran await partys arrival. 





if Kara should be approved by bank agreed here desirable 


\ 


have one agency finance complete costs both design and construction <> 


rather than FOA and EXIM both participate. EXIM skneaajtn prefers 
approve borrowing govts selection of private engineering firm 

that would make design and supervise construction of projects 

like Karaj although bank by no means wishes exclude possibility 
Bureau Reclamation performing these functions. Bierce returning 


Tehran. 
FITZGERALD 


Note: Underlined portion as received; will service upon request. 
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Karadj Dam Project. 

Karadj-Chalus highway construction below Karadj dam site now 
substantially cofiplete. Karadj Dam Authority now proposing contract 
extension with MKI for sufficient additional highway construction from 
dam site upstream to enable traffic diversion this summer when assume 
Ex-Im loan will be available and dam construction initiated. Mission 
considers continuing highway construction, maintaining optimum project 
progress and avoiding costly work interruptions of utmost importance, 
as cited USFOTO 122), April 21, 195k. | 

Dollar costs of additional highway work dentmtatio’ estimated as 





$105,000. Request Foa/W approval of Mission advancing from Project 73 
FY-195), funds to Karadj Dam Authority sum of $105,000 in exchange for 
equivalent rials under terms and conditions stated in USFOTO 12@hy 
and TOUSFO 930 and as confirmed by USFOTO 917. 


waif Foon | 0S) 


_ Rial costs additional highway construction estimated as 
Rls 8,000,000, all of which will be provided by GOI through conversions 
and b¥dgetary contribution. 
Engineering of road extension substantially completed by MKI pursuant 
dapcnenin ett 108, and UAT. vende to. bikahada veed exdenatin scantrestion. 


Please expedite reply. 
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TOUSFO 930 and USFOTO 789. 
USOM correct and authorized convert dollars 


130,000 into rials for use project 73. 
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With authorization legislation virtually completed, and, according 
to our advice, likely to be enacted in days, question apiees (1) whether 
Taleghani showkd go to Washington on Karaj project loan; (2) whether Karaj 
Project should be considered separately or with remainder of pro jects; 
(3) whether Government of Iran should invite EXIM team to come to Iran; 
and (4) if so could this be done immediately. If team is to come at 
once, Taleghani prefers remain here for conferences on Maraj. Believe 


preferable have team come at once to consider at outset all proposals, 


including Karaj. Your advice would be appreciated. 


WARNE 


aiWarne:els 
January 3, 1955 
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Rev. Oct. 53 UNITED STATES OF AMERICA 
OPERATIONS 
Office Nlemorandum pare neon ledee 
TO. . Director of USOM/Iran DATE : Jan. 3, 1955 
FROM : Provincial Director, Tehran 


SUBJECT :Karadj Dam Project--Loan Negotiation Requirements 


Engineer Taleghani advised me yesterday that the 
loan enabling legislation has now passed all necessary 
Majlis committees and that he expects favorable action 
by the Majlis within the next ten days. 


Engineer Taleghani is wondering whether it would 
be preferable for GOI to invite representatives of the 
Export-Import Bank to come here in the near future, 
as compared with him travelling to Washington. He 
asked me to check this with you. If it is preferable 
to send an invitation to the Bank inviting its repre- 
sentatives to come here, I assume the request should 
probably be forthcoming from the Prime Minister. 
Please advise. 


FO 


R. H. Workinger, 
Provincial Director, 
Tehran, 


Department January 4, 1955 5 p.m. 
ot USFOTO 917 
Confidential January 5, 1955 
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130,000 into rials for use project 73. 


STASSEN 


CONFIDENTIAL 


5 ah ate 


TAN 


TE EGHNIC aie area 
IRAN 


JBH/38 


